STATE OF MAI NE Docket No. 98-555
PUBLI C UTI LI TI ES COW SSI ON
January 14, 1999

BANGOR HYDRO- ELECTRI C COVPANY Order Approving
Affiliated Interest Transaction Stipul ation

and Reorgani zation to Transfer

its CareTaker Hone Security

Monitoring Business into a Separate

Subsi di ary

VWELCH, Chairnman; NUGENT, DI AMOND Conm SSioners

l. SUMMARY OF DECISION

In this Order, we approve the Stipulation filed in this
matter on behal f of Bangor Hydro-El ectric Conpany and the Public
Advocate. In approving the Stipulation, we allow Bangor
Hydro- El ectric Conpany (BHE or Bangor Hydro) to forma
subsidiary, CareTaker Inc. (CareTaker), which will be wholly
owned by BHE. CareTaker’s sole purpose will be to own and
operate a security and nonitoring business for its own
residential and comrercial custoners. W also allow BHE to
invest up to $680, 000 in CareTaker and approve a support services
agreenent allowi ng BHE to provide certain support services to
Car eTaker .

11. BACKGROUND

On July 17, 1998, BHE filed a Petition for Affiliated and
Reor gani zati on Approval s Needed in Connection with its CareTaker
business. Inits filing, BHE requested approval pursuant to
section 708 of Title 35-A to formand participate in CareTaker,
to invest $215,000 in cash to cover operational cash shortfalls
at CareTaker during the 12-nonth period beginning with the filing
and to transfer $177,135 in assets to CareTaker.® BHE al so
sought approval pursuant to section 707 of Title 35-A to enter
into a support services agreenent with CareTaker.

In our January 28, 1997 Order in Robert D. Cochrane et al v.
Bangor Hydro-Electric Company, Docket No. 96-053, we required BHE
to forma separate subsidiary to undertake its security alarm
busi ness which is a non-core activity. The Order also required
BHE to file for approval of a reorganization and affiliated

! Based on projected cash flows for CareTaker, BHE
anticipates that it will need to nmake additional investnments in
CareTaker in subsequent years. It wll seek approval for any
addi tional investnents. Petition at 3.
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transactions in connection with the creation of a separate
subsidiary for its CareTaker operation. 35-A MR S.A 88 707
708. In addition, Chapter 820 of the Conmi ssion’s rules took
effect on August 14, 1998. These rules set forth requirenents
for utility participation in non-core activities such as BHE s
Car eTaker.

On August 7, 1998, the Exam ner issued a Notice of
Proceedi ng and Procedural Order requiring BHE to prefile
testinmony relating to its financial condition, its valuation for
the use of its nane by CareTaker, and its rationale for a request
of a waiver of Section 5(B) of Chapter 820. On August 24, 1998,
BHE filed the testinony of Frederick S. Sanp. |In that testinony,
BHE i ndi cated that CareTaker intends to use BHE s nane in its
pronotions or advertisenents and to charge CareTaker for using
BHE' s nanme in accordance with the formula stated in section 4(C
of Chapter 820. |In addition, BHE requested that the Conm ssion
wai ve section 5(B) of Chapter 820 based on the financi al
information filed in the record in Docket No. 97-796 (Bangor
Hydro-Electric Company, Petition for Affiliated and
Reorganization Approval Needed in Connection with Bangor Gas
Company Transaction).? BHE also indicated that it had, as of the
date of the prefiled testinmony, invested a total of $219,525 in
CareTaker. Thus, as of August 24, 1998, BHE sought to invest a
total of $611,660. |In the course of this proceedi ng, BHE updated
the total amount that it sought approval to invest. The
Stipul ati on asks the Conm ssion to approve a total investnent in
Car eTaker of $680, 000.

The Public Advocate and Central WMai ne Power (CMP) intervened
in this case. The Public Advocate and the Comm ssion’s Advisory
Staff (Advisors) issued data requests to which the Conpany
responded. The Commi ssion held two technical conferences. The
Publ i c Advocate, BHE and the Advisors participated in the
conferences. To allow discussions between the Advi sors and BHE
to continue after the technical conferences, the Public Advocate
and CVP agreed to an ex parte waiver. On Decenber 7, 1998, BHE
filed a Stipulation on behalf of itself and the Public Advocate.
BHE represents that CVMP has no objection to the Stipulation.

By the agreenent of the parties, the record in this
proceedi ng includes the Stipulation, all discovery material s,
prefiled testinony, transcripts of technical conferences and the
entire record in Docket No. 97-796, including testinony, the
Bench Anal ysis, discovery materials and transcripts of technical
conf er ences.

2BHE | ater produced an updated financial forecast reflecting
its agreenent to sell its generation assets.
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PROVISIONS OF THE STIPULATION

The Stipulation states the parties’ agreenent that:

t he Comm ssion shoul d approve BHE s creation of
CareTaker, which wll be wholly owned by BHE

t he sol e purpose of CareTaker will be to own and operate
a security and nonitoring business;

t he Comm ssion should grant a waiver fromsection 5(B) of
Chapter 820 to allow BHE to invest a total of $680,000 in
CareTaker including anmounts al ready expended on
CareTaker, asset transfers, and amounts, including

devel opnment costs, that the Conpany expects to invest in
CareTaker during the period fromJuly 1, 1998 to Decenber
31, 1999;

t he Comm ssion should grant a waiver (to the extent
necessary) fromsection 4(A) of Chapter 820 to all ow BHE
to use the cost allocation nmethodology set forth inits
cost manual to allocate the costs associated with BHE
services and facilities that will be used by CareTaker;

a wai ver of section 4(A) is based on BHE s representation
t hat CareTaker’s use of BHE s services and facilities
will belimted and will decrease after a transition

peri od;

t he wai ver may be revoked, after BHE has an opportunity
to be heard, if CareTaker’'s use of BHE s services extends
beyond the Iimted use represented by BHE

six nmonths after the approval of the Stipulation, BHE
will file a report at the Conm ssion describing the
extent of CareTaker’s use of BHE s services and
facilities;

based on the waiver of section 4(A), BHE shoul d be
granted perm ssion to enter into the Support Services
Agreenent filed in this matter;

BHE s participation in CareTaker will be consistent with
the requirenents of Chapter 820 except for sections 4(A)
and 5(B)

BHE wi Il use the nmethodol ogy set forth in Chapter 820 to
determ ne the value to CareTaker of using BHE s nane;
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e BHE wll not enter into any arrangenent w th CareTaker
ot her than those approved in this Docket, except if
grant ed approval by the Comm ssion;

e CareTaker will not |ease any space from BHE w t hout
speci fic Comm ssion approval except that BHE wll be
permtted to provide office and storage space during a
6-nmonth transition period after the Conm ssion approves
the Stipulation; and

* the Comm ssion will be provided reasonabl e access to
CareTaker’s books and records.

In addition, the Stipulation contains the foll ow ng provision:

BHE' s ratepayers shall be held harm ess from
any and all negative consequences fl ow ng
fromBHE s investnent and participation in
CareTaker, regardless of the prudence of
BHE s actions in participating in CareTaker.
Negati ve consequences include, but are not
limted to, effects on cost of capital, cash
flows, financial indicators, and financing
costs (e.g., financing costs, higher than
woul d have ot herw se been the case for
utility capital projects, financing costs
[sic], buyouts of purchasing power contracts,
or the pay-down of debt). |In any proceeding
that may affect rates or involve the issue of
the financial condition of Bangor Hydro,
Bangor Hydro shall have the burden of proof
that ratepayers are held harml ess. The
parties further agree that the intent and
pur pose of this provision of holding

rat epayers harm ess shall not be hindered or
conprom sed by an inability to quantify with
precision the financial consequences to

rat epayers of BHE s participation in

Car eTaker .

Stipulation § 5. This provision is nearly identical to the

rat epayer hold harm ess | anguage in the Stipulation in Docket No.
97-796 approved in our Phase | Order in that case. See Second
Revised Stipulation  4(b), appended to Order Rejecting
Stipul ati on and Approvi ng Second Revised Stipul ation, (Phase |
Order), Bangor Hydro-Electric Company Petition for Affiliated and
Reorganization Approval Needed in Connection with Bangor Gas
Company Transaction, Docket No. 97-796 (March 26, 1998).
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IV. DISCUSSION

A. Approval of | nvestnent

1. Statutory and Requlatory Criteria

We have recently set forth the standards governing
reorgani zations of public utilities. In our Phase Il Order in
Docket No. 97-796, we stated:

Section 708 of Title 35-A provides that no
reorgani zati on may be approved unl ess the
appl i cant establishes that the reorgani zation
iIs consistent with the interests of the
utility's ratepayers and investors. Section
708 further states that in granting its
approval for a reorganization, the Conmm ssion
shal | inpose such ternms, conditions and

requi renents as are necessary to protect the
interests of ratepayers, including, in

rel evant part, provisions which ensure:

¢ that the utility's ability to attract
capital on reasonable terns, including the
mai nt enance of a reasonabl e capital
structure, is not inpaired;

¢ that the ability of the utility to provide
safe, reasonabl e and adequate service is
not i npaired;

¢ that the utility's credit is not inpaired
or adversely affected; and

¢ that reasonable |limtations are inposed
upon the total level of investnent in
non-core ventures.

Bangor Hydro-Electric Company, Petition for Affiliated and
Reorganization Approval Needed in Connection with Bangor Gas
Company Transaction, Docket No. 97-796, Order (Phase Il) at 3
(Cctober 30, 1998). See also, Maine Public Service Company,
Request for Approval of Reorganization Approvals and Exemptions
and for Affiliated Interest Transaction Approvals, Docket No.
98-138 Order at 2-3 (Septenber 2, 1998) (MPS Order). In
addition, section 707 of Title 35-A prohibits utilities from
entering into agreenents with an affiliated interest unless the
Conmm ssi on approves the agreenent.® Section 713 of Title 35-A

®To approve an affiliated interest transaction, the
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specifies that a utility may not charge its ratepayers for costs
attributable to unregul ated busi ness ventures. 1d.

Taken together, these statutory provisions require
utilities entering into non-core ventures to denonstrate that
ratepayers are insulated fromany negative financial consequences
that may result froma utility's participation in such non-core
ventures.* MPS Order at 3. The Legislature also sought to
precl ude ratepayer subsidy of unregul ated busi nesses, as well as
any unfair conpetitive advantages that may result from an
affiliation with a utility. 35-A MR S A 8§ 713.

Chapter 820, which governs a utility’s non-core
activities and transactions between affiliates, inplenents the
| egi slative policies and directives set forth in sections 707,
708 and 713. Section 5(B) of Chapter 820 provides, in relevant
part: "No petition for affiliated interest or reorganization
approval for a utility to invest in a non-regulated affiliated
interest shall be approved if the utility's bond rating is bel ow
i nvestnment grade." MPUC Rules Ch. 820 § 5(B). Chapter 820 uses
the utility' s credit rating as the standard for all ow ng
i nvest ments because such ratings are a reliable indicator,
prepared by an i ndependent entity, of a utility s financial
health. MPS Order at 7, citing Order Provisionally Adopting Rule
at 38, Docket No. 97-886 (Feb. 18, 1998). The rationale
underlying section 5(B) of Chapter 820 is that a utility with a
non-i nvest ment - grade bond rating is not financially sound and, as
aresult, there is a reasonable |likelihood that the Conmm ssion
woul d not be able to achieve its policy of protecting ratepayers
fromthe consequences of a utility's participation in non-core
activities. MS Oder at 4.

Chapter 820 al so seeks to protect ratepayers from
subsi di zing non-core activities and to prevent unfair conpetitive
advant ages by establishing specific affiliate transaction and
accounting rules. Section 4 of Chapter 820 requires utilities
and affiliates to charge each other market rates for goods and
service that are not tariffed. To the extent a market price is
unavai |l abl e, Chapter 820 requires the utility to charge its
affiliate based on a fully distributed cost nethodol ogy. MPUC
Rul es Ch. 820 § 4.

In addition, Chapter 820 allows for a waiver of
any of the rule’ s provisions that are not required by statute
upon a finding of good cause and that the waiver would not be

Comm ssion nmust find that it is not adverse to the public
interest. 35-A MR S. A 8707(3).

“Negative financial consequences of a utility's non-core
i nvestnments may include increases in the cost of debt or equity.
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i nconsi stent with the purposes of Chapter 820 or applicable
statutes. MPUC Rules Ch. 820 § 9.

2. Request ed Wai ver of Section 5(B) of Chapter 820

The Stipulation states the parties' agreenent that
a wai ver of Section 5(B) of Chapter 820 should be granted to
allow BHE to i nvest $680,000 in CareTaker fromthe inception of
t he CareTaker business in 1995 through Decenber 31, 1999. In our
deci sion in Docket No. 97-796, we allowed BHE to invest $1.22
mllion in Bangor Gas. G anting the waiver and approving the
proposed i nvestnent in CareTaker woul d i ncrease the anmount of
BHE' s total non-core investnments to $1.9 mllion.

BHE does not currently have an investnent-grade
bond rating. BHE' s nost recent rating is Standard & Poor's
private letter rating of BB.® Thus, unless a waiver of section
5(B) of Chapter 820 is granted, BHE would not be allowed to nake
t he $680, 000 i nvest nent.

We nust determ ne whether there is good cause for
t he wai ver and whether the waiver is consistent with the purposes
of Chapter 820 and section 708 of Title 35-A. In so doing, we
det erm ne whet her ratepayers can be insulated fromthe negative
effects of the investnent. W consider first whether BHE s
financial condition is sound enough to nmake the investnent even
t hough it has not attained an investnent grade bond rating.
Bangor-Hydro Electric Company, Petition for Affiliated and
Reorganization Approval Needed In Connection with Bangor Gas
Company Transaction, Docket No. 97-796, Phase Il Order at 5.
(Cct ober 30, 1998), (Phase Il Order). The reason for making this
determnation is that “unless the utility is in sound financi al
condition, it is inpossible to insulate ratepayers fromthe
negati ve consequences of an investnent.” Phase Il Order at 2.
We al so consider ways to enforce our |egislative and regul atory
mandat e that ratepayers shall not be subject to any increase in
costs resulting froma utility’ s non-core investnent.

a. BHE s Fi nancial Condition

In our Phase Il Order in Docket No. 97-796,
we determ ned that:

BHE s financial condition has inproved since
March 1998. By no stretch, however, can BHE

®>See |letter dated February 10, 1998, from Standard & Poor's
to Frederick S. Sanp, appended to BHE s supplenental filing of
July 17, 1998, Docket No. 97-796.
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be viewed as so healthy financially that we
shoul d abandon our scrutiny over the size of
its investnments in non-core activities.

Phase Il Order at 16. Since the closing of the record in Docket
No. 97-796, BHE announced its agreenent to sell nost of its
generation assets for approximately $90 mllion (about 1.5 tinmes
their book value). BHE subsequently submtted an updated
forecast based on the anticipated generation asset sale. The
updat ed forecast indicates that BHE s financial performance wll
inprove as a result of the asset sale. Based on the updated
forecast, it appears that the Conpany's financial indicators wll
likely be within the range necessary to attain an

i nvestment -grade bond rating within the next few years.

b. | nsul ati ng Rat epayers from Effects of
Non-core | nvestnents

Havi ng consi dered the noderate size of BHE s
cunul ati ve non-core investnments and BHE s i nproved financi al
condition, we find good cause for the waiver of section 5(B), as
|l ong as ratepayers are insulated to the maxi mum degree possible
fromthe negative inpact of BHE s non-core investnents.?® In a
recent decision concerning Maine Public Service Conpany (MPS), we
i nposed, as a condition of allowng certain investnents in
unregul ated activities, certain rebuttable presunptions
concerning capital costs that would be enployed in future rate
setting proceedi ngs. Maine Public Service Company, Docket No.
98-138, Order at 5-7. The purpose of these presunptions was to
i ndi cate how t he Conm ssion woul d determ ne whether the
i nvestment had adversely affected MPS s cost of capital to the
detrinent of ratepayers. Wile the logic we applied in our MS
deci sion woul d support the inposition of a simlar “condition”
here, we decline to do so. Instead, we describe bel ow our
current expectation of how we would, in a future proceedi ng,
det erm ne whet her ratepayers had been harned (through higher
capital costs) by BHE s investnents in unregul ated activities.

The distinction between an MPS-type condition
and an articulation of how we expect to address the issue of
rat epayer harmis of mnimal practical significance. The MPS
condition itself does not finally resolve how we wll determne
the cost of capital for MPS, but instead establishes a

®In this regard, we note that we woul d expect that to avoid
any increased interest costs that mght result froma violation
of the conditions of its agreenent with its | enders, BHE woul d
obtain any additional authorization it may need fromits |enders
bef ore maki ng the $680, 000 i nvestment in CareTaker.
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presunption, rebuttable by MPS, that if the evidence shows that
the cost of capital for MPS as a whol e exceeds certain
benchmar ks, the “excess” cost is the result of unregul ated
investnments and activities. Nevertheless, finding the rebuttable
presunpti on approach especially problematic, BHE objects to the
condition (to the point, which we do not credit, of suggesting
that the condition m ght cause it not to proceed with the
CareTaker investnent). The Public Advocate al so urges us not to
i npose such a “condition,” noting that the particul ar investnent
for which approval is sought here is too small to justify what
anpunts to a general condition on all BHE investnent in

unregul ated activities. Because we believe we can adequately
protect ratepayers in this case without recourse to rebuttable
presunptions and wi thout characterizing our intentions as a
“condition,” we will inpose only the general condition that

rat epayers nmust be held harm ess from any inpact of the

unregul ated activities on cost of capital (as articulated in
paragraph 5 of the Stipul ation).

W wll, however, put BHE (and, indeed, other
utilities who are investing in unregul ated activities) on notice
that we will consider the benchmarks articulated in the MPS order
to be rel evant when we next exam ne cost of capital for BHE (and
other utilities). It is likely that, in the absence of
persuasi ve and specific evidence to the contrary, we wll
concl ude that any deviation on the high side fromthe benchmarks
is the result of unregulated activities, and will not be all owed
in rates.

We cannot now say definitively what kind of
evi dence woul d be relevant to addressing this issue. By way of
illustration only, proof that the investnents, taken as a whol e,
were successful, lowrisk, or too small to matter, mght (w thout
suggesting that other kinds of evidence m ght not al so be
persuasi ve) support a deviation fromthe benchmark if nore
general evidence supported such a finding. Nor do we suggest
that the benchmarks provide a “safe harbor” that would preclude a
finding that ratepayers were harned by the inpact of unregul ated
activities on cost of capital even if the requested cost is bel ow
t he benchmark. W nerely indicate that we intend to use the
benchmarks as a signal that the question of ratepayer harmdue to
cost of capital inpacts of unregulated activities nerits close
exam nation, and that, in the absence of persuasive evidence to
the contrary, the benchmark caps are likely to be adopt ed.

For the benefit of the parties, we outline
bel ow t he specific benchmarks or caps referred to above:

1. For existing variable rate debt (either |long or short
termdebt) on BHE s books, the benchmark will be the
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current margin to the stated i ndex’ regardl ess of the
Conmpany’s future circunstances. The reason for this
benchmark is that it is common practice in negotiations
regardi ng the breach of | oan covenants for |enders to

i ncrease the margins they charge the borrower and also to
i npose addi tional fees.

2. The possibility of new fees and higher rates al so
exists with the Conpany’s fixed-rate, long-termdebt. The
benchmark for each of BHE s fixed-rate, |ong-term debt
instruments will be its current enbedded cost rate.?

3. | f BHE requires future debt issuances, the benchmark
for such debt costs will be the prevailing rate applicable
to investnent-grade utility bonds (defined as having a
rating not |ower than BBB- from S&P, Fitch or Duff & Phel ps,
or Baa3 from Mbodys). This benchmark woul d hol d ratepayers
harm ess from payi ng higher interest costs if BHE requires
future debt for utility purposes but is in a weakened state
due to its participation in non-core activities.

4. We adopt a nethodol ogy to establish a benchmark for the
Conpany's cost of equity using a variation of a risk prem um
approach to insulate BHE s ratepayers from changes in cost
of equity due to investnents in non-core ventures. Rather
than using Treasury or other debt instrunments as the
benchmark to which an equity risk premi umwould be added, we
W Il use an industry-specific risk premumfor the
foreseeable future. Specifically, we wll calculate both
the current cost of equity for a peer group of electric
utilities conparable to BHE as well as the current cost of
equity for an index of water utilities to determ ne an
appropriate premum (if any) for the electric industry today
versus the water utility industry. As part of BHE s ongoi ng
proceedi ng in Docket No. 97-596 to establish transm ssion
and distribution rates, we will determ ne an appropriate
“electric industry" cost of equity margin for BHE. To
determ ne a cap on the cost of equity for BHE, this margin
woul d be added to the calculated result for the sane index
of water utilities at a point in the future when the
guestion may arise. The water utility industry is our
benchmark in this nethodol ogy because it is not currently
under goi ng substantial structural change and remains |argely

"The current margin and index is the margin and i ndex stated
in the original |oan docunent.

®The current enbedded cost rate will be determ ned in Docket
No. 97-596, the Comm ssion’s investigation into stranded cost
recovery, transm ssion and distribution revenue requirenments and
rate design for BHE
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a nonopoly service. It is reasonable to conpare the future
T&D utility industry to the water utility industry today.
Therefore, the water industry appears to be a good proxy for
the T&D utility industry for the foreseeable future. |If
future structural changes in the water industry invalidate
this conparison, we wll revisit this position. For the

ti me being, however, this nethodol ogy woul d capture changes
in the capital markets that woul d have an i npact on “pure
utilities.”?®

Further, we observe that, in general terns,
we interpret the “ratepayer hold harml ess” provision in the
Stipulation to require BHE to denonstrate in a rate proceedi ng
that no part of a rate increase is caused by its non-core
investnments.® |f BHE cannot nake such a showing, we will reduce
t he amount of the rate change accordingly to ensure that
rat epayers have been insulated fromthe investnents.

If the portion of a requested rate increase
attributable to the non-core investnent cannot be readily
determ ned, we will approxi mate an anount based on any avail able
information.! Ratepayers will not be required to pay for any
additional interest costs resulting froma debt covenant
violation that is caused in whole or in part by the non-core
investnments, and rates will not be increased to maintain or place
the utility in conpliance with its debt covenants if the
violation or potential violation is a direct or indirect result
of the investnents.

B. Support Servi ces Agreenent

The Stipulation states the parties’ agreenent that the
Commi ssion should grant a waiver (to the extent necessary) of
section 4(A) of Chapter 820 and approve the Support Services
agreenent filed by BHE in this matter. The Support Services
Agreenent |ists nunerous services that nay be provided to

°In the future, if a sufficient nunber of "pure" T&D
electric utilities emerge, we may adopt mnet hodol ogi es that use
those utilities directly, rather than our present choice of the
wat er conpani es plus the predeterm ned nmargin.

Because of the difficulty of isolating any negative effect
of BHE s investnment in CareTaker fromthe negative effect of
BHE s cumul ati ve non-core investnents, we will consider the
conbi ned effect of all of BHE s non-core investnents.

UBHE wi || have both the burden of production and burden of
per suasi on in such proceedi ngs.
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Car eTaker by BHE and al so provides that charges for the use of
such services will be determ ned as foll ows:

(1) |If the service is a tariffed service it shall be
provided at the tariffed rate; (2) If the service is one of
which there is a readily avail able market rate, such service
shal |l be provided at the narket rate; or (3) If the service
is one for which either (1) or (2) above do not apply the
service shall be provided on a fully distributed cost basis.

Support Services Agreenent, Article I, 7 1

In addition, BHE has indicated that it will use the
met hodol ogy set forth in Chapter 820 to determ ne paynents that
will be made by CareTaker to BHE for CareTaker’s use of BHE s
name. BHE has represented that it intends that CareTaker w |
have its own enpl oyees and office space after a transition period
and that it expects that BHE enpl oyees will be used by CareTaker
inalimted manner during a 6-nonth transition period. During
the transition period, CareTaker is expected to use approximtely
270 | abor hours of BHE enpl oyees; BHE anticipates that CareTaker
will be charged approxi mately $6, 750 for the use of BHE s
services during the transition period. BHE has represented that
after CareTaker has its own space and enpl oyees, CareTaker’s use
of BHE enpl oyees wi |l decrease.

BHE has submtted a copy of its cost allocation nanual
in this proceeding. Having considered the information provided
by BHE in support that manual, it is not clear that BHE s
met hodol ogy for assigning direct and indirect costs to CareTaker
is consistent with section 4(A) of Chapter 820. However, we
agree with the parties that there is good cause for the waiver.
CareTaker’s use of BHE s resources is expected to be very
limted, and therefore, the dollar anmobunts at issue are very
small. In addition, the Stipulation’s reporting requirenment wll
allow us to determ ne, on an ongoi ng basis, whether a waiver of
section 4(A) of Chapter 820 continues to be appropriate.

Further, the Stipulation’s revocati on nmechani sm provides a
safeguard if the report shows that the use of BHE facilities and
services by CareTaker is greater than expected.

Accordi ngly, based on the representations and
conditions set forth in the Stipulation, we find good cause to
grant a waiver of section 4(A) of Chapter 820 and will all ow BHE
to use its cost allocation nethodology to allocate costs
associated wth CareTaker’s limted use of BHE facilities and
services. In addition, we find that, based on the
representations and safeguards set forth in the Stipulation, the
Support Services Agreenent is not adverse to the public interest
and we, therefore, approve it. 35-A MRS A 8§ 707
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Accordi ngly, we
ORDER

1. That the Stipulation filed on Decenber 7, 1998 and appended
hereto as Appendi x A is hereby approved;

2. That BHE is authorized, pursuant to 35>-A MR S A §8 708, to
form CareTaker, Inc., for the purpose of owning and
operating a security and nonitoring business;

3. That BHE is authorized to invest up to $680, 000 in
CareTaker, Inc. consistent with the terns of the
Stipul ation; and

4. That BHE is authorized, pursuant to 35-A MR S. A § 707, to
enter into the Services Agreenent filed in this matter upon
the terns set forth in the Stipulation.
Dat ed at Augusta, Miine this 14th day of January, 1999.

BY ORDER OF THE COWM SS| ON

Dennis L. Keschl
Adm nistrative Director

COWMM SSI ONERS VOTI NG FOR: Wl ch
Nugent
D anond
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NOTI CE OF RI GHTS TO REVI EW OR APPEAL

5 MRS A 8 9061 requires the Public Uilities Comm ssion
to give each party to an adjudicatory proceeding witten notice
of the party's rights to review or appeal of its decision nade at
t he concl usion of the adjudicatory proceeding. The nethods of
revi ew or appeal of PUC decisions at the conclusion of an
adj udi catory proceeding are as foll ows:

1. Reconsi deration of the Comm ssion's Order nay be
request ed under Section 1004 of the Comm ssion's Rul es of
Practice and Procedure (65-407 C MR 110) within 20 days of
the date of the Order by filing a petition with the

Comm ssion stating the grounds upon which reconsideration is
sought.

2. Appeal of a final decision of the Conm ssion nay be
taken to the Law Court by filing, within 30 days of the date
of the Order, a Notice of Appeal wth the Adm nistrative
Director of the Comm ssion, pursuant to 35-A MR S. A § 1320
(1)-(4) and the Maine Rules of Cvil Procedure, Rule 73 et
seq.

3. Addi tional court review of constitutional issues or

i ssues involving the justness or reasonabl eness of rates may
be had by the filing of an appeal with the Law Court,
pursuant to 35-A MR S. A § 1320 (5).

Not e: The attachnment of this Notice to a docunent does not
indicate the Comm ssion's view that the particular docunent may
be subject to review or appeal. Simlarly, the failure of the
Comm ssion to attach a copy of this Notice to a docunent does not
i ndicate the Commi ssion's view that the docunent is not subject

to review or appeal.



